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SUBSTI TUTE SENATE BI LL 5692

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on
By Senate Commttee on Financial Institutions, Housing & Consuner
Protection (originally sponsored by Senators Berkey, Benton, Prentice
and Kei ser)

READ FI RST TI ME 02/ 25/ 05.

AN ACT Relating to tax refund anticipation |oans; adding a new
chapter to Title 19 RCW and prescribing penalties.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. This chapter may be known and cited as the
tax refund anticipation | oan act.

NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Facilitator™ nmeans a person who receives or accepts for
delivery an application for a refund anticipation |oan, delivers a
check in paynent of refund anticipation | oan proceeds, or in any other
manner acts to allow the making of a refund anticipation |oan.
"Facilitator" does not include a bank, thrift, savings association,
i ndustrial bank, or credit union operating under the |laws of the United
States or this state, an affiliate that is a servicer for such an
entity, or any person who acts solely as an internediary and does not
deal with a taxpayer in the making of the refund anticipation | oan.

(2) "Person" means an individual, a firm a partnership, an
associ ation, a corporation, or other entity.
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(3) "Lender" neans a person who extends credit to a borrower in the
formof a refund anticipation | oan.

(4) "Taxpayer" neans an individual who files a federal incone tax
return.

(5 "Borrower" neans a taxpayer who receives the proceeds of a
refund anticipation | oan.

(6) "Refund anticipation |oan" neans a | oan borrowed by a taxpayer
from a | ender based on the taxpayer's anticipated federal incone tax
ref und.

(7) "Refund anticipation loan fee" neans the charges, fees, or
ot her consideration inposed by the facilitator or the lender for a
refund anticipation loan. This term does not include any charge, fee,
or other consideration usually inposed by the facilitator in the
ordi nary course of business for nonloan services, such as fees for tax
return preparation and fees for electronic filing of tax returns.

(8 "Refund anticipation |loan fee schedule"” neans a listing or
table of refund anticipation |oan fees charged by the facilitator or
the Iender for three or nore representative refund anticipation |oan
anounts. The schedule shall list separately each fee or charge
i nposed, as well as a total of all fees inposed, related to the naking
of refund anticipation |oans. The schedule shall also include, for
each representative | oan anount, the estimted annual percentage rate
cal cul ated under the guidelines established by the federal truth in
l ending act, 15 U . S.C. Sec. 1601 et seq.

NEW SECTION. Sec. 3. (1) For all refund anticipation |oans, a
facilitator nmust provide a clear disclosure statenent to the borrower,
prior to the borrower's conpletion of the application. The disclosure
statenment required under this subsection nust be printed in a m ninmm
of ten-point type. Further, the disclosure statenent nust contain the
fol | ow ng:

(a) The refund anticipation | oan fee schedul e; and

(b) Awitten statenent containing the follow ng el enents:

(1) That a refund anticipation loan is a loan, and is not the
borrower's actual inconme tax refund,

(ii1) That the taxpayer can file an incone tax return electronically
wi t hout applying for a refund anticipation | oan;
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(ii1i1) The average tinmes according to the internal revenue service
wi thin which a taxpayer who does not obtain a refund anticipation | oan
can expect to receive a refund if the taxpayer's return is (A filed
el ectronically and the refund is directly deposited to the taxpayer's
bank account or nmailed to the taxpayer, and (B) nmailed to the internal
revenue service and the refund is directly deposited to the taxpayer's
bank account or nmailed to the taxpayer;

(iv) That the internal revenue service does not guarantee that it
will pay the full anpbunt of the anticipated refund and it does not
guarantee a specific date that a refund will be deposited into a
taxpayer's financial institution account or nailed to a taxpayer;

(v) That the borrower is responsible for repaynment of the | oan and
related fees in the event that the tax refund is not paid or paid in
full;

(vi) The estimated tinme within which the | oan proceeds will be paid
to the borrower if the |oan is approved; and

(vii) The fee that will be charged, if any, if the borrower's |oan
i's not approved.

(2) The followng additional information nust be provided to the
borrower of a refund anticipation | oan before consumati on of the | oan
transacti on:

(a) The estimated total fees for obtaining the refund anticipation
| oan; and

(b) The estimated annual percentage rate for the borrower's refund
anticipation |oan, using the guidelines established under the federal
truth in lending act (15 U.S.C. Sec. 1601 et seq.).

(3) This chapter shall preenpt and be exclusive of all |ocal acts,
statutes, ordinances, and regulations relating to refund anticipation
| oans. This section shall be given retroactive and prospective effect.

NEW SECTION. Sec. 4. It is unlawful for a facilitator of a refund
anticipation loan to engage in any of the followng activities:

(1) Msrepresent a material factor or condition of a refund
antici pation | oan;

(2) Fail to process the application for a refund anticipation |oan
pronptly after the consunmer applies for the |oan;

(3) Engage in any dishonest, fraudulent, unfair, unconscionable, or
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unet hi cal practice or conduct in connection with a refund anticipation
| oan; and

(4) Arrange for a creditor to take a security interest in any
property of the consunmer other than the proceeds of the consuner's tax
refund to secure paynent of the |oan.

NEW SECTION. Sec. 5. Any person who knowingly and wllfully
violates this chapter is guilty of a m sdeneanor and shall be fined up
to five hundred dollars for each offense.

NEW SECTION. Sec. 6. The legislature finds that the practices
covered by this chapter are matters vitally affecting the public
interest for the purpose of applying the consuner protection act,
chapter 19.86 RCW A violation of this chapter is not reasonable in
relation to the devel opnment and preservation of business and is an
unfair or deceptive act in trade or commerce and an unfair nethod of
conpetition for the purpose of applying the consumer protection act,
chapter 19.86 RCW

NEW SECTION. Sec. 7. Sections 1 through 6 of this act constitute
a new chapter in Title 19 RCW

~-- END ---
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